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Report to the shareholders 


The year 1969 was one of the most active in the 1970 and the fitting-out will be completed in 
history of the Marine Group. Although sales 1972. 
attained a peak of $88,640,815, operating results 


f 


were less than forecast, principally because of A tanker for Branch Lines Limited will be 

wo contracts on which we were obliged to completed on schedule ,and the ship will be 

ssume losses in excess of one and one quarter delivered in May 1970, /- 

million dollars) Without this most unfortunate / 

occurrence, profits would have almost reached The Company built, in six months, the frame- 

the figure budgeted at the beginning of the year. work of a traveling crane of a span of 458 feet 
and a lifting capacity of 350 tons. This crane, 

Gross profits amounted to $3,771,063 compared the most powerful in America, was launched as 

to $3,712,596 in 1968. After having provided for a ship, the two beams forming a giant catama- 

depreciation of $1,615,930, interest on long term ran, and was towed to Newport News, Va., by 


debt of $1,009,733, a write-off of discount on one of M.I.L. Tug & Salvage Limited’s tugs. 
bonds of $9,450, and profit taxes of $585,991, 


the profit from operations was $549,959. After The construction and installation of four tur- 
amortization of the excess of cost over the book bines for the Outardes 4 development was ter- 
value of the investments in subsidiary Com- minated at the end of the year. This was the | 
panies in an amount of $212,908 and several first important contract completed by the Com- 
other entries, net profit amounted to $331,104. pany in its hydro-electric equipment division. 


The experience gained will be reflected in the 
Long term debt was reduced by $1,546,224 and profitability of subsequent contracts such as 


capital investments amounted to $1,830,387. Al- Manic 5 to be completed in 1972 and Churchill 

though working capital decreased by $3,467,245, Falls to be completed in 1975. 

the issue and sale in 1970 of preferred stock in ae 

the amount of $3,000,000 will reestablish work- The railroad car division was very active during 

ing capital position. the last half of the period and will continue to 
produce at full capacity during the first three 

Shipyard and Works quarters of 1970. 


The activity at the shipyard and works in Sorel, 
which was slow at the beginning of the year, 
picked up to the extent where employment was 
maintained at about 2,800 men during the last 
six months. The following vessels were deliv- 
ered during the year. 
Yu. V. Lakeshell: an 8,120 ton tanker for 
Shell Canada Limited 


Operations at Les Chantiers Maritimes de Pas- 
pébiac were wound up in September with deliv- | 
ery of the two lifeboats. The shipyard was | 
returned to the Provincial Department of Public 
Works and the Company will bring back to Sorel 
such small tools, etc., with which it had fur- 
nished Paspébiac. 


OAR: 


At the end of the period, non-executed work in 


GES: buoy vessels built for the hand at Sorel amounted to $66,000,000 but at , 

Provo Wallis: Department of Transport the beginning of 1970, an order of $14,000,000 

C.C.G.S. Bartlett: for railway freight cars increased the backlog | 
Two 44’ lifeboats built at Les to $80,000,000 — a record amount in the history | 
Chantiers Maritimes de of the Company. It is hardly necessary to men- ° 
Paspébiac tion that several of the contracts comprising 

f this backlog will be completed only in three, 

‘The construction of two Destroyer Escorts (D. four and even five years. 

.H.) for the Royal Canadian Navy progressed 

at a pace slower than planned, principally be- It should also be noted that Hydro-Quebec 

cause of delays in the preparation of drawings. awarded our Company a contract for four syn- 

The hull of the first ship will be launched in chronous condensers to be installed in 1972. 
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This $7,000,000 order assures the continued 
regular use of our heavy machining shop. 


The diversification of our activities at Sorel has 
reached the point where in 1969 shipbuilding 
and ship repairing represented only 40% of our 
sales volume, although by reason of their nature 


these activities employed 55% of the labour , 


expenditure. 


The Board of Directors authorized the construc- 
tion of new fitting-out shops. This investment 
of $2,500,000, financed in large part by the 
Canadian Government, will complete the reno- 
vation of the shipyard undertaken in 1964. 
At completion of this last step, more than 
$12,000,000 will have been invested at Sorel 
and our yard will thus consolidate its place in 
the forefront of the shipbuilding industry in 
Canada. 


Dredging 

Sales volume of this division was maintained 
despite competition which becomes more acute 
each year. The reclamation by dredging of the 
Beauport beaches, begun in July, will continue 
in 1970. This contract should employ the suction 
dredge “General Tremblay” for several seasons 
on the condition that monies voted for the Na- 
tional Harbours Board will be increased. 


The austerity policy of the Federal Government 
which is reflected in the budgets of the Depart- 
ment of Transport and the National Harbours 
Board permits of no optimism for 1970. Never- 
theless the future of the city of Quebec as a 
port for large tankers and container ships will 
oblige the Department of Transport to under- 
take important dredging works below Ile d’Or- 
léans in the near future. For the moment, the 
1970 season would not seem to be too en- 
couraging. 


Forano Limited 

This Company had a record year both from the 
point of view of volume and profit. The sawmill 
equipment division was very active while activity 
in the conveyor division picked up considerably 
in the last half and this augurs well for 1970. 
With a large backlog of orders, the shops are 


working at full capacity and employment ex- 
ceeds 900. However, we foresee a slow-down 
in the manufacture of sawmill equipment and 
competition is becoming more severe in several 
of the other product lines. 


Volcano Limited 

The strikes which paralyzed the construction in- 
dustry in Quebec in 1969 obviously affected the 
sales and profits of the Company. It is esti- 
mated that orders totalling $500,000 were not 
delivered during the year. In addition, competi- 
tion in the market for industrial boilers is 
severe and profit margins are constantly nar- 
rowing. Nevertheless, the Company succeeded 
in holding its share of the market and showed a 
modest profit. Mr. Jacques Villeneuve was 
named President, replacing Mr. Fernand Gi- 
rouard who, promoted to the position of Chair- 
man of the Board, was also appointed to the 
position of Vice-President Public Relations of 
Marine Industries Limited. 


Foresteel 

During the year, management and services of 
this Company were completely restructured 
and reorganized. Marine Industries Limited ac- 
quired through an exchange, share for share, 
25,970 shares held by the former President, 
Mr. Leo Forest. This transaction increases to 
95.97% Marine Industries Limited’s participa- 
tion in this Company. Negotiations on the 
purchase price of this stock concluded in a 
settlement representing a reduction of $662,600 
in the original price. 


The heavy losses that the Company incurred 
before Marine Industries Limited acquired con- 
trol were checked and the twelve months ending 
December 31st 1969 showed a small profit. 
The operations of Foresteel complement those 
of the works at Sorel and experience of the last 
twelve months indicates the possibility of a 
gradual coordination of the production of the 
Companies. 


M.I.L. Tug & Salvage Limited 

The strikes in the iron mines restricted the 
operations of this Company in the ports of Sept- 
Iles and Port-Cartier for several months, result- 
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ing in a loss of revenue of some $200,000. 
Nevertheless, the Company shows a reasonable 
profit on the capital employed and the outlook 
for 1970 is good. It should be pointed out that 
revenue from salvage operations was disap- 
pointing during the period. 


Coordination of activities 


The Marine Group concentrates its activities in 
two types of operations: industrial manufacture, 
shipbuilding, boiler works and mechanical cons- 
truction; marine operations: dredging, towing, 
salvage and refloating. It would seem easy at 
first glance to rationalize to the extreme the 
activities of all the Companies or divisions of 
the Group. In fact, the plants and the markets 
they serve are widely different thus each unit 
can only produce effectively if it enjoys a large 
degree of autonomy. It is principally through 
financial controls and policies affecting staff 
and labour that it has been possible to practice 
rationalization within the Group. The subsidia- 
ries and divisions have the responsibility of 
their decisions, determining with the parent 
Company objectives and the means to attain 
them. At the end of each period, management 
of each division and each subsidiary must ren- 
der account of its successes and failures. 


Long term outlook 


The purchase by a subsidiary, Richelieu Dred- 
ging Inc., of the dredges “General Tremblay” 
and ‘General Allard’, the capital investments 
in the shipyard at Sorel, the incorporation of 
M.I.L. Tug & Salvage Limited and the purchase 
of the controlling interest in Foresteel Indus- 
tries Limited have increased the financial com- 
mitments of the Company. These decisions 
were made with a view to better and more 
constant profits over the long term. Shipbuilding 
and dredging are industries too cyclical to 
assure constant profits. The diversification of 
production of the works at Sorel and the addi- 
tion of subsidiary Companies, of which the 
income is more stable, will assure a better 
balance. Results are already evident since the 
average yield per share during the last five 
years is higher and more consistent than that 
of the immediately preceding five years. This 
trend should be further confirmed in the years 
to come. 


To avoid compromising the long term future, 
the Directors limited dividends in 1969 to 24¢ 
per share. For 1970, a dividend policy will be 
adopted which will recognize, as well as the 
interest of the shareholders, the expansion 
needs of the Company. 


Training of personnel 

The Company continues to place much impor- 
tance on the training of personnel. At Sorel 
alone 165, more than one half of the staff, and 
466 workers in the shops followed training 
courses in 1969. Relations between manage- 
ment and the Unions continued friendly despite 
inevitable divergencies of opinion. The labour 
agreement for the shipyard which expired at 
the 31st of December 1969 was renewed for 
three years. 


New Director 


Mr. Pierre Salbaing, President of Canadian 
Liquid Air Ltd, was appointed to the Board of 
Directors to represent the General Investment 
Corporation, replacing Mr. Fernand Girouard. 
The latter will continue, with other duties, to 
give the Company the benefit of his wide 
industrial experience. 
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ARTHUR SIMARD 


Chairman of the Board 


GERARD FILION 


President 
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Consolidated Statement of Source and Application of Funds 


year ended December 31, 1969 


SOURCE OF FUNDS 
Net earnings for the year . 


Add 
Charges not requiring cash outlay 
Depreciation of fixed assets 
Amortization of other items . 
Deferred income taxes 
Minority interest 


Issue of common shares WP re ee ee 
Portion of investment cost in a subsidiary, refunded . 


APPLICATION OF FUNDS 


Investment in subsidiaries . 

Net increase in fixed assets 

Long term holdbacks on contracts . 

Reduction of long term debt 

Dividends . TO Re Betray RE tk MEER ge |) 
Bonds and preferred shares of subsidiaries, redeemed . 


DECREASE IN WORKING CAPITAL 
WORKING CAPITAL at beginning 


Deduct 
Prior year adjustments 


Deficiency of working capital of a 
subsidiary, absorbed on consolidation . 


WORKING CAPITAL at end 


$ 1,615,930 


251,541 
(197,157) 


11,852 


194,790 
1,830,387 
576,938 
1,546,224 
799,801 


95,800 


10,974,654 


140,656 


10,833,998 


199 1 h3 


$ 


$ 


331,104 


1,682,166 


2,013,270 


163,854 
300,000 


2,477,124 


5,043,940 


2,966,816 


10,074,225 


7,907,409 
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Consolidated Statement of Operations 


year ended December 31 


Sales 


Cost of sales and other expenses 
before the following charges . 


Depreciation... 5 4° 4% 
Interest on long term debt 
Amortization of bond discount 


Provision for income taxes 
Current 
Deferred 


Operating results . 


Deduct 
Amortization of excess of cost of investments in subsidiaries 
over book value of shares acquired (note 8) . 
Gain on disposal of fixed assets . 


Net earnings before minority interest . 
Minority interest in profit of subsidiary companies . 


Net earnings for the year . 


1969 
$88,640,815 


84,869,752 
3,771,063 


1,615,930 
1,009,733 
9,450 


2,635,113 


1,135,950 


783,148 
(197,157) 


585,991 


549,959 


212,908 
(5,905) 


207,003 


342,956 
11,852 


1968 
$65,645,988 


61,933,392 
3,712,596 


1,170,343 
1,028,199 
9,450 


2,207,992 


1,504,604 


432,618 
418,902 


851,520 


653,084 


166,057 
(169,453) 


656,480 
18,682 


$ 331,104 / $ pment 


Consolidated Statement of Retained Earnings 


year ended December 31 


Balance at beginning of year 
As previously reported . 


Deduct adjustments of prior years: 
Income taxes »30) eae 
Settlement of claim less income taxes thereon . 


As restated . 
Net earnings for the year . 


Dividends paid . 


Balance at end of year . 


1969 


$17,166,391 


47,475 
93,180 


140,655 


17,025,736 
331,104 
17,356,840 
794,701 


$16,562,139 


1968 


. $17,360,093 


(81,025) 


93,180 


17,347,938 
637,798 


17,989,130 


960,000 


$17,025,736 
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Consolidated balance sheet as at December 31 


Assets 


CURRENT ASSETS 
Cash i one cheat ae 
Accounts receivable (note 4) . 
Inventories, at the lower cost or 
net realizable value (notes 4 and 5) . 
Contracts in progress (note 6) 
Claims and prepaid expenses . 


HOLDBACKS AND CLAIMS RECEIVABLE . 
INVESTMENTS in a subsidiary, not consolidated (note 2) . 
FIXED ASSETS (note 7) 


DEFERRED EXPENSES less amortization . 


UNAMORTIZED EXCESS OF COST of investments in subsidiaries 
over book value of the shares acquired (note 8) . 


Approved by the board 


te 


Director 


Arthur Simard 


MM ° . 
Ges NEM Director 


Gérard Filion 


$ 600,976 
18,417,953 


6,748,735 
6,393,787 
503,242 


32,664,693 


1,193,160 


21,284,899 


77,871 


3,997,037 
$58,777,660 
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Liabilities 


CURRENT LIABILITIES 


Boar avancesalinotera italia eo schi ee sey whom of Been, $ 8,175,379 
Short term notes .. . Sa Aa ae hale Boe 1,500,000 
Accounts payable and ecerued: abies 2 ee ere a 12,836,772 
Provision for income taxes. . . tie decal Gabile aaah Be 204,905 
Portion of long term debt (note ae. eee TMS HOPS iy 1,540,228 
Note payable to an affiliated company. ......... 900,000 


25,157,284 


PonemieahymCeiamOfe Of eee FT ee me ot ke we 12,592,888 
Bee AINGOME TAXES*=e 54 ee ee a te 2,069,441 


PeeorPy@ benicar ee. ke ee we ee 69,858 
39,889,471 


SHAREHOLDERS’ EQUITY 
Capital stock issued and paid (note 10). ....... . 2,326,050 
Retained OE On tu ae n talked Wak 6h Are cos AN we 16,562,139 


18,888,189 
$58,777,660 


CONTINGENT LIABILITIES (note 12) 
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Notes to consolidated financial statements as at December 31, 1969 


Comparative figures 
Certain figures for 1968 have been reclassified in the statements to conform with those of 1969. 


Principles of consolidation 


The consolidated financial statements include the accounts of all subsidiaries including Foresteel Industries Limited 
which had not been consolidated as at December 31, 1968 since the transaction was not completed at that date. 


Changes in accounting policies 

In order to conform with the accounting policies of the other subsidiaries it was decided that Foresteel Industries 
Limited would, in 1969, include the applicable overhead charges in the cost of its contracts in progress whereas, 
in the past, it had taken into account direct costs only. 

This change resulted in an increase of $286,790 in the value of the contracts in progress as at December 31, 1969 
and the operating results of this subsidiary have been improved by a corresponding amount. 


. Security for bank advances 


Accounts receivable and inventories amounting to $7,263,924 of certain subsidiaries have been pledged as security 
for bank advances totalling $4,535,379 to those subsidiaries. 


. Inventories 1969 1968 
Finished goods . .. . it) (rob te neh be Mi we ge $ 3,782,149 $ 2,996,928 
Raw materials and eipolest a | a ee cere ewer Pa gg 2,966,586 2,091,989 


$ 6,748,735 $ 5,088,917 


Contracts in progress 
Cumulative: cost’ to dates) 2. eee So ss ce ae. ee oe $30,349,954 $17,004,335 
Progress:billings and:deposlis™ <4. . «. « & % = = @) 4 95s 9.) Spee 23,956,167 13,436,610 


$ 6,393,787 $ 3,567,725 


Fixed assets 
Land and buildings, machinery and equipment of fens and ey ae 


the fleet and its equipment, at cost. . . ne Si ae $46,661,876 $41,975,653 
Accumulated, depreciation 32%. me ss 6 ew cS SR a 25,376,977 22,288 633 
Fixed assets at cost less accumulated depreciation. . .......4.2.+.~. $21,284,899 $19,687,020 


Unamortized excess of cost of investments in subsidiaries over book value 

of the shares acquired 

Cost of investments in subsidiaries in excess of the book value of the shares acquired is being amortized over 
twenty years by annual charges to consolidated earnings. 
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9. Long term debt 


MARINE INDUSTRIES LIMITED 


74% sinking fund debentures Series A maturing June 1, 1987 ($5,250,000 U.S.) 


72% sinking fund debentures Series B maturing June 1, 1987 . 


Sinking fund payments are required as follows: 

June 1, 1971-74: $250,000 annually (including $219,000 U.S. funds) 
June 1, 1975-78: $350,000 annually (including $306,000 U.S. funds) 
June 1, 1979-86: $400,000 annually (including $350,000 U.S. funds) 
June 1, 1987: $400,000 (including $350,000 U.S. funds) 


1969 


$ 5,674,922 
750,000 


6,424,922 


1968 


$ 5,674,922 
750,000 


6,424,922 


During 1970, the company may, under certain circumstances, be required to make payments to the sinking fund. 

The Trust Deed governing the above-mentioned debentures stipulates that at no time may the consolidated current 
liabilities of the company and its subsidiary, Les Chantiers Maritimes de Paspébiac Inc. exceed one half of their 
consolidated current assets. The company is technically in default since it has not met this requirement at 


December 31, 1969. 


The company is also in default for having paid in the year dividends which exceeded by $243,428 the maximum 


amount permitted by the Trust Deed. 


The company obtained Supplementary Letters Patent dated March 18, 1970 authorizing an increase in capital of 
$6,000,000 by the creation of 1,000,000 preferred shares. Negotiations are in progress for the sale of 500,000 of these 


shares for an amount of $3,000,000. 


RICHELIEU DREDGING CORPORATION INC. 


7% mortgage loan payable in unequal annual amounts 
with the balance of $985,000 due January 1, 1972 . 


VOLCANO LIMITEE 


61/2% first mortgage bonds, Series B maturing May 1, 1969, redeemable at $102 . 


6%, 612% general mortgage bonds maturing serially 1968 to 1973 . 
61/2% general sinking fund bonds maturing October 1, 1973 . 
7% sinking fund debentures, Series A, maturing 1981 . 


FORANO LIMITEE 

6%, 612% first mortgage bonds maturing serially 1968 to 1973 . 
61/2% sinking fund bonds, maturing 1974 . LD name, ers 
612% sinking fund debentures, Series A, maturing 1980 . 
NORESDAVADIC cet ah, ah home el ca, get le 

Balance of purchase price, payable in 1970 . 


M.I.L. TUG & SALVAGE LIMITED 


Value of a hire-purchase agreement ending in April 1973 
discounted at 712% and on which the annual rental is $900,000 . 


FORESTEEL INDUSTRIES LIMITED 


7% mortgage loan payable in monthly instalments and maturing in May 1971 . 


Total of long term debt . 


Deduct current portion 


1969 


$ 1,875,000 


100,000 
260,000 
887,500 


1,247,500 


315,000 
435,500 
1,293,500 
37,367 
6,000 


2,087,367 


14,133,116 
1,540,228 
$12,592,888 


1968 


$ 2,245,000 


150,000 
125,000 
264,500 
926,000 


1,465,500 


390,000 
486,500 
1,335,000 
14,000 
2,225,500 


15,534,264 
T4ot 937 
$14,082,327 
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10. Capital Stock 1969 1968 
Authorized: 6,000,000 common shares of no par value 
Increase in capital authorized, March 18, 1970 (see note 9) 
Issued and paid: 3,337,675 common shares (3,310,366 in 1968) . . ....... $ 2,326,050 $ 2,162,196 


11. Remuneration of directors 


Total remuneration paid by the company and its subsidiaries to 
their directors, including salaries of officers who are also 
directors, amounted to $303,669 in 1969 and $284,296 in 1968. 


12. Contingent Liabilities 
MARINE INDUSTRIES LIMITED 


Provincial sales tax assessments on purchases 
of prior years contested by ‘the company je\..5. “oon sane ee $ 118,000 


Provincial gasoline tax assessments applicable to 


prior years being contested by the company . $ 282,450 
Pension fund past service liability . $ 600,800 
FORANO LIMITEE 
Endorser on! conditional salesccomtracts: se) serene) tre cnn ent ncn a $ 1,982,017 


AUDITORS’ REPORT 


To the Shareholders of 
Marine Industries Limited and subsidiaries 


We have examined the consolidated balance sheet of Marine Industries Limited and 
subsidiaries as at December 31, 1969 and the consolidated statements of operations, 
retained earnings and source and application of funds for the year then ended. Our 
examination of the financial statements of Marine Industries Limited and the subsidiaries 
of which we are auditors included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered necessary 

in the circumstances. We have relied on the report of the auditors who have examined 

the financial statements of another subsidiary. 


In our opinion, these consolidated financial statements present fairly the financial position 
of the companies as at December 31, 1969, the results of their operations and the source 
and application of their funds for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding 

year except for the changes referred to in note 3. 


Samson, Bélair, C6té, Lacroix et Associés 
Chartered Accountants 


Montreal, March 18, 1970 
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Marine Industries Limited and its 


subsidiaries recognize the ever-in- — 
creasing importance to Canada and ~ 


Quebec of a continuously expanding ‘ 
export trade. | ee 
Our Companies also Bellows. that is 
‘export markets offer unlimited pos- — 
sibilities for our skills and production — 
facilities and so we are devoting | 
considerable time and effort in seek- _ 
ing international markets for oe 
services. and erpraguciss ale 
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